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This paper reviews the commonly used multivariate GARCH models and uses the
daily data of the four Asian stock markets, namely Hongkong,Shanghai, Shenzhen,
and Singapore, and data of Japan as one exogenous variable toinv stigate the volatility
and shocks spillover behavior and to establish the market linkage among the four mar-
kets. We find that the volatility spillover between Shanghaiand Shenzhen is obvious
and correlation contagion is detected. Conditional variance and conditional correlations
are time varying and dynamic which conforms to the argumentsin most of the litera-
ture. Shanghai and Shenzhen present a very high correlationevel during the sampling
period, which is not uncommon due to the close interlink betwe n the two markets.
Hongkong and Singapore presents a mildly high correlation.However, the correlation
is very volatile. Results present the convincing evidence that Chinese stock markets
are more and more integrated to the global markets and the four Asian stock markets
are more integrated to each other. There are many obvious correlation breaks, when all
the correlations suddenly drop to a drastically low level. The drop corresponds to the
actual economic event as we discover. DCC is found to be the appropriate specification
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